the Treaty of Rome, the Common Market was established, agriculture of the six founding member states was strongly influenced by state interventionism. In order to include agricultural production in the free movement of goods, while maintaining public interventionism in the agricultural sector, national intervention mechanisms incompatible with the free movement principle had to be abolished and transferred to the Community level. Actions in this direction led to defining the objectives of the Common Agricultural Policy (CAP) as the first common policy established in the framework of the European Economic Community. Over time, it turned out that market mechanisms are far from sufficient and should be supplemented by structural instruments pertaining to the need for rural development. The aim of the European Union's rural development policy, which is the second pillar of the CAP, is to support the rural areas of the EU and to meet numerous economic, environmental and societal challenges. Its greater flexibility (compared to Pillar I) enables regional, national and local authorities to develop their own rural development programmes based on European mechanisms. In contrast to Pillar I, which is financed wholly by the EU, programmes under Pillar II are co-financed from EU funds and national, regional or local funds. The purpose of this article is to analyse the fundamental determinants of the rural development policy, its increasing role in the EU's economic strategy and the prospects for its further functioning. While preparing the text was used a method of critical reference to the literature of the subject of research, as well as a method of analyzing secondary sources, including studies describing substantive issues concerning the broadly understood agricultural policy of the European Union.
The shaping of the EU' Common Agricultural Policy
The year 1962 is considered to be the beginning of the Common Agricultural Policy (CAP) of the European Economic Community (the EU's predecessor), created five years prior to that. Its fundamental objective was to provide the citizens of the Member States with affordable food while ensuring decent remuneration for farmers and thus an adequate standard of living. An important premise of the actions taken was the need to maintain food self-sufficiency, which was the aftermath of serious shortages of agricultural products after the end of World War II.
Among the first decisions were the introduction of a common pricing policy and a common organisation of agricultural markets as well as the launching of a support mechanism for agricultural incomes through guaranteed prices. The original objectives of the CAP were quickly achieved, which was viewed as evidence of its effectiveness; however, a phenomenon appeared, namely the increasing overproduction. Farms were becoming increasingly efficient, so that they began producing more food than actually needed. The surpluses were stored in warehouses, whose capacities soon proved insufficient. A wide array of measures was then introduced to better adjust production levels to market needs.
In the process of CAP evolution, a major breakthrough was the so-called MacSharry reform, implemented in the years 1992-1996. It consisted, inter alia, in the gradual lowering of intervention prices for certain agricultural products (mainly grain and beef) and in the introduction of compensatory payments for farmers. These payments were to compensate them for income losses resulting from the reductions in agricultural prices. Obtaining the aforementioned subsidies depended on the reduction of the crop areas and decreasing the intensity of animal production. The compensatory payments were later referred to as direct payments. For the first time, so-called accompanying measures were introduced, where the EU financed 50-75 % (depending on the region) Proceedings of the 2019 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50 Jelgava, LLU ESAF, 9-10 May 2019 , pp. 140-146 DOI: 10.22616/ESRD.2019 of the costs of programmes aimed at: afforestation, encouraging farmers to use production methods that protect the environment and the quality of rural areas as well as supporting the transition of farmers to early retirement and the transfer of farms to improve the agrarian structure (Komisja Europejska, 2014).
As part of the 1999 reform, the intervention buying-in prices for grain, beef, powdered milk, butter was reduced, and the scope of intervention in the beef market was limited. Farmers were compensated for the cuts in the intervention prices by increasing direct payments. As a result, the range of aid instruments for farmers in less-favoured regions was expanded and the need to support rural development was emphasised. In June 2003, the next reform of the CAP, defined as a fundamental one and aimed at increasing the competitiveness of Community agriculture as well as improving the quality of food, was agreed upon by the agriculture ministers of EU countries in Luxembourg. The provisions of the Council of the EU of 26 June 2003 determined the shape of the CAP in the years 2007-2013. The basic elements of the reform were: the separation of direct payments from actual production (decoupling); linking direct payments with the obligation to meet certain standards related to environmental protection, plant and animal health and good treatment of animals (cross-compliance); the reduction of the scale of direct payments for farms (so-called modulation) and the allocation of resources thus obtained for rural development; the introduction of the mechanism of the so-called financial discipline, consisting in the reduction of direct payments in the event of exceeding the CAP spending ceiling; a further increase in the scope and level of support for rural development (Hardt, 2003) .
The CAP is the first of the common EU policies that is financed entirely from its budget. It was recognised that achieving a common goal would be more effective if the resources from the budget emphasis on market mechanisms and, thanks to the use of targeted support measures, it has become more geared towards satisfying the growing needs of the general public in terms of food safety and quality, product differentiation, animal welfare, environmental quality as well as nature and landscape protection ' (Polityka UE, 2008) .
The EU has not yet developed a definition of rural areas that could become not only the basis for theoretical analyses but also the starting point for formulating , pp. 140-146 DOI: 10.22616/ESRD.2019 monitoring committee that ensures the effective implementation of the programme, while the authority which manages a given programme submits an annual report on its implementation to the Commission.
The reform of the CAP has been forced by contemporary challenges, which include food security, climate change, sustainable economic growth and creating employment opportunities in rural areas.
It is also better adjusted to the expectations of the people: direct payments will be more fair and environment-friendly. Farmers will have a stronger position in the food supply chain, and the new CAP will be more targeted, efficient and transparent. It should also be mentioned that the new CAP supports market-oriented agriculture (for example, without export subsidies, which have been withdrawn in recent years). In 2011, agricultural products accounted for as much as 7 % of EU exports, which is equivalent to the amount exceeding EUR 100 billion -more than cars or pharmaceutical products. The CAP is, therefore, an important factor that promotes employment as well as smart and sustainable economic growth that prevents social exclusion. For 50 years, the CAP has become a truly European policy of strategic importance and, what is more, it is a genuinely 'Support for new participants of food quality schemes' and 'Support for carrying out information and promotional activities'. The objective: introducing high-quality agricultural products and foodstuffs to the market (beneficiaries: a farmer or an entity created by at least two producers of agricultural products or foodstuffs, who work under quality schemes),
Measure: 'Investments in physical assets' -three sub-measures: 'Modernisation of agricultural holdings' (the objective: development of cow milk, beef cattle and piglets production and also operations focused on new innovative technologies, increasing the production scale and improving production quality); the sub-measure 'Processing and marketing of agricultural products' (the objective: processing and placing agricultural products on the market at the level of wholesale trade -the beneficiary: an entity with a registered activity in the field of processing or placing agricultural products on the market, which runs a micro, small or medium sized enterprise, or either a farmer or a farm household member subject to full social insurance for farmers); the sub-measure 'Land consolidation' (the objective: improvement in the area structure of agricultural holdings and forest land),
Measure: 'Restoring agricultural production potential damaged by natural disasters and introduction of appropriate prevention actions' -two sub-measures: 'Support for investment in preventive measures to limit the effects of probable natural disasters, adverse climatic events and catastrophic events' (support for investments that prevent damage caused to agricultural holdings by flood or heavy rainstorm) and the sub-measure 'Support for investments in the restoration of Proceedings of the 2019 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50 Jelgava, LLU ESAF, 9-10 May 2019 , pp. 140-146 DOI: 10.22616/ESRD.2019 agricultural land and restoring agricultural production potential damaged by natural disasters, adverse climatic events and catastrophes' (support for investments that restore the production potential damaged by natural disasters),
Measure: 'Development of farms and economic activity' -five sub-measures: 'Bonuses for young farmers' (the beneficiary: a person aged 40 or under, with agricultural qualifications, who commences an agricultural activity for the first time or runs a farm No longer than 12 months before submitting the application); the sub-measure 'Restructuring small farms' (the objective: improvement in competitiveness and increasing profitability of small farms through an increase in the economic size of the farm, resulting mainly from the change in the profile of agricultural production); the sub- 
Financing the Rural Development Programme
The second pillar of the CAP is financed mainly from the budget of the European Agricultural Fund • increasing the competitiveness of the agricultural and forestry sectors,
• improving the natural environment and landscape,
• improving the quality of life in rural areas and increasing support for diversification of economic activity. , and simultaneously a slow increase in funds directed to the implementation of the second pillar of the CAP (Skulimowska, 2013 , EU agriculture, 2015 .
Being the largest net beneficiary, Poland received a total of EUR 147.6 billion from the EU budget, of which EUR 92.5 billion for the cohesion policy and 47.6 billion for the agricultural sector in the years 2004-2018. The distribution of funds within the agricultural sector was as follows: Pillar I -EUR 30.2 billion, and Pillar II -EUR 17.4 billion.
Conclusions
In EU policy, the agricultural sector has played a significant role from the beginning. As part of successive reforms, increasing attention was paid to establishing the second pillar in the form of a rural development policy. Strengthening of this pillar within the CAP is inevitable in the face of the intra-EU and global challenges. The need for further complementing of the rural development policy after 2020 is confirmed, for example, by the recommendations specified in 2017 in the Cork 2.0 declaration. Much space has been devoted there to the needs for sustainable development, protection of natural resources and ensuring generational renewal. Moreover, a number of new priorities have been identified, with a particular focus on value chains in rural areas in the fields of clean energy, the emerging bioeconomy sector as well as the circular economy or ecotourism.
Bibliography

